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MISSION ALSO FOR U.S. MTN 


E.O. 11652: 


TAGS: ETRD.GATT 

SUBJECT: ARTICLE XXIII ACTION ON LEATHER, JULY 24 GATT 
COUNCIL MEETING 

REF: GENEVA 11130, STATE 184344 

1 . ON JULY 21 JAPANESE EMB OFF MASAGO AND TANABE MET WITH 
AMBASSADOR WOLFF (STR) TO TRANSMIT "URGENT" INSTRUCTION 
FROM TOKYO RE U.S. ARTICLE XXIII:2 COMPLAINT ON LEATHER. 

2. AFTER BRIEFLY EXPLAINING SENSITIVITY OF THIS ISSUE IN 
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JAPAN. MASAGO STATED THAT MITI IS NOW IN PROCESS OF SET- 
TING UP INDUSTRIAL ASSOCIATION FOR LEATHER NATIONWIDE AND 
WOULD BE PREPARED TO DISCUSS INCREASE IN SINGLE U.S. QUOTA 
IN AUGUST. HE STATED GOJ HOPE THAT A MUTUALLY SATISFACTORY 
RESULT COULD BE REACHED IN THE NEAR FUTURE ON A BILATERAL 
BASIS. 
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3. MASAGO THEN STRONGLY REQUESTED THAT U.S. WITHDRAW 
ARTICLE XXIII COMPLAINT, STATING THAT IF ISSUE IS DISCUSSED 
IN A GATT PANEL CONTEXT, JAPAN WILL ALMOST CERTAINLY HAVE 
TO ELIMINATE SINGLE U.S. QUOTA AND IT WOULD MEAN THE ISSUE 
COULD NO LONGER BE SOLVED BILATERALLY. 

4. AMBASSADOR WOLFF ASKED IF GOJ HAD A SPECIFIC OFFER TO 
MAKE TO RESOLVE DISPUTE. MASAGO SAID NOT AT THIS TIME. 

AMB. WOLFF THEN STATED U.S. COULD NOT WITHDRAW ARTICLE 
XXIII COMPLAINT. 

MASAGO THEN READ FUTHER INSTRUCTIONS REQUESTING THAT 
IF U.S. COULD NOT WITHDRAW COMPLAINT, THAT WE AGREE TO 
SUSPEND SETTING UP THE PANEL UNTIL NEXT COUNCIL MEETING. 

AMB. WOLFF REPLIED THAT U.S. WOULD BE PREPARED TO AGREE 
THAT U.S. WOULD SIMPLY REQUEST ARTICLE XXIII PANEL AT 
JULY 24 MEETING BUT NOT PUSH FOR ESTABLISHMENT OF PANEL AT 
THAT MEETING. 

IN THAT WAY U.S. AND JAPAN COULD MEET DURING AUGUST 

AND IF RESOLUTION FOUND, COMPLAINT WOULD BE WITHDRAWN BEFORE 

PANEL FORMALLY ESTABLISHED. 

5. MASAGO AND TANABE RELAYED THAT OFFER TO TOKYO AND 
RECEIVED RESPONSE JULY 22. AS WE UNDERSTAND IT, THE AGREE- 
MENT IS AS FOLLOWS: 
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A. U.S. REPRESENTATIVE TO GATT COUNCIL WILL GIVE 
STATEMENT SENT ON JULY 20, WITH CHANGES NOTED BELOW TO 
DELFT REFERENCES TO SINGLE QUOTA, AND REQUEST CHAIRMAN TO 
ESTABLISH A PANEL TO EXAMINE U.S. COMPLAINT. CHAIRMAN 
SHOULD BE ASKED TO REPORT ON THE ESTABLISHMENT OF THE PANEL 
AT NEXT COUNCIL MEETING. 

B. MISSION GENEVA SHOULD INFORM GATT COUNCIL CHAIRMAN 
BEFORE MEETING THAT U.S. WOULD NOT PUSH FOR ESTABLISHMENT 
OF PANEL AT THIS MEETING BUT WOULD WANT THE FINALIZATION 
OF THE PANEL MADE AT NEXT MEETING. 

6. AS WE UNDERSTAND PROCEDURE, ABOVE WOULD NOT RUN COUNTER 
TO NORMAL PROCEDURE. GOJ HAS ASKED IF IT IS POSSIBLE TO 
AVOID A "DECISION" TO SET UP A PANEL ON JULY 24. WE NOTED 
THE RIGHT OF A COUNTRY REQUESTING A PANEL TO HAVE ONE BUT 
STATED THAT IT MIGHT BE POSSIBLE FOR CHAIRMAN TO ACCEPT 
U.S. REQUEST AND TO REPORT ON THE ESTABLISHMENT OF A PANEL 
AT SEPTEMBER MEETING WITHOUT ACTUALLY SAYING ANYTHING ABOUT 
A DECISION, WHILE AT THE SAME NOT IMPLYING THAT THERE IS 
ANY QUESTION ABOUT THE RIGHT OF U.S. TO A PANEL. IT WAS 
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DECIDED THAT PROCEDURE ON THIS POINT WOULD BE LEFT TO GOJ 
AND U.S. OFFICIALS IN GENEVA. 

7. ACTION: MISSION GENEVA SHOULD CARRY OUT AGREEMENT AS 
STATED IN PARAGRAPH 5 AND SHOULD TRY TO FIND WAY TO MEET 
GOJ SEMANTIC PROBLEM WITH DECISION TO ESTABLISH PANEL 
WHILE NOT PREJUDICING U.S. VIEWS ON AUTOMATIC RIGHT TO 
PANEL. 

8. IF STATEMENT OF U.S. NOT YET CIRCULATED, MISSION SHOULD 
DELETE REFERENCES TO SINGLE U.S. QUOTA FOUND IN LAST 
SENTENCE OF PARAGRAPH 1 OF STATEMENT ENDING SENTENCE AFTER 
"EFFECT". PARAGRAPH 3, SENTENCE 3 SHOULD READ QUOTE IN 

THIS REGARD, THE GOJ HAS REFUSED TO GIVE ANY INDICATION 
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OF THE AMOUNT OF THE QUOTA END QUOTE. 

9. WITH RESPECT TO GOJ COMMENTS ON XXIII: 1 PROCEDURES 
REFTEL, YOU SHOULD REMIND THEM THAT GOJ, BOTH IN WASHINGTON 
AND TOKYO, WAS TOLD THAT MAY CONSULTATION WAS PURSUANT TO 
XXIII: 1. WASHINGTON HAD PREPARED SUBMISSION TO GATT BUT 

DID NOT SUBMIT IT ON SPECIFIC REQUEST OF GOJ OFFICIALS IN 
WASHINGTON. AT THAT TIME IT WAS MADE CLEAR THAT WE WITH- 
HELD ON THEIR REQUEST TO AVOID PUBLICITY BUT THAT IF THE 
CONSULTATION WAS NOT SUCCESSFUL, IT WOULD BE CONSIDERED AS 
MEETING THE REQUIREMENTS OF XXIII: 1 . GOJ DID NOT OBJECT 
AND IF THEY BRING THIS ISSUE UP AT THE GATT COUNCIL MEETING 
WE WILL CONSIDER IT BAD FAITH ON THEIR PART. IF ISSUE 
RAISED AT COUNCIL MEETING U.S. REP. MAY BRING OUT ABOVE 
FACTS AS PART OF DISCUSSION. U.S. REP. MAY ALSO MAKE 
POINT, IF APPROPRIATE, THAT THIS ISSUE HAS BEEN THE SUBJECT 
OF NUMEROUS DISCUSSIONS AT ALL LEVELS, INCLUDING DIRECTLY 
BETWEEN AMBASSADOR STRAUSS AND MINISTER USHIBA. U.S. REP. 
MAY NOTE THAT WE HAVE MADE EVERY EFFORT TO REACH A 
BILATERAL SOLUTION OVER THE PAST 9 MONTHS AND THAT DESPITE 
OUR PATIENCE, THERE HAS BEEN NO RESOLUTION. 

VANCE 
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